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Vol. VIII

No. 9

The Work of the Public Accountant
Address by John Watt, C.P.A.,Manager of Pittsburgh Office, Marwick, Mitchell &
Company, given at the Pittsburgh School of Accountancy
EFORE discussing the conditions of work in
the office of a public accountant, it is neces
sary to have some conception of the duties of
the professional accountant. There exists in the
mind of the average layman a rather hazy idea of
the work of the professional accountant. The term
“accountant,” itself, has been very loosely used,
having been applied indiscriminately to clerks, book
keepers, and accountants proper. Not so many
years ago, a company in a small town inserted an
advertisement in the local paper which read like
this, “Wanted, an accountant—must be able to read
and write.” No doubt, what this particular com
pany wanted was a clerk, but this illustrates the
confusion existing in the minds of many in regard
to the work of an accountant, and, particularly, is
this true in the case of the duties of the public
accountant.
The work of the public accountant of the present
day covers a wide field, and it is not possible in a
lecture such as this to explain in detail all the rami
fications of his Work. In general, it embraces the
auditing of accounts of all kinds of businesses, finan
cial institutions, public utilities, municipalities,
educational and charitable institutions; the devising
and installing of cost and office systems for these
activities; investigations on behalf of the purchaser
or seller of the business; examinations for bankers,
bondholders or other creditors; and investigations
in connection with patent litigation and other
special examinations too numerous to detail. In
recent years, the preparation and investigation of
income and profits tax returns has formed a sub
stantial part of the professional accountant’s work.
The public accountant also acts in an advisory
capacity, and is frequently consulted in regard to

B

matters such as financing, business organization,
management, etc.

Qualifications for Professional Practice
The qualifications required of a professional ac
countant may be grouped under the headings of
general education, professional education, and men
tal and moral qualities.
In regard to general education, most states grant
ing C.P.A. certificates and the American Institute of
Accountants require a candidate to possess a high
school education or its equivalent. This condition
is not unreasonable, as one whose general education
does not reach that standard does not have the
proper foundation for his professional studies. At
the same time, one lacking sufficient academic edu
cation and contemplating entering the profession is
not barred from doing so, as such studies can be
pursued through evening and extension schools.
The professional education should embrace a wide
knowledge of the theory of accounts, the principles
of business law, economics, banking, business organ
ization, and management. There are a number of
good schools which offer courses in these subjects.
The necessary practical experience can be obtained
only by joining the staff of a firm of public account
ants, and it is in this way that the young accountant
obtains an insight into many different businesses,
and at the same time learns by association with
other men engaged in the same profession.
The more important mental and moral qualities
of a public accountant are an analytical mind, judg
ment, imagination, thoroughness, tact, trustworthi
ness, and last but by no means least, common sense.
While most of these qualities are inborn rather than
acquired, they can, to some extent, be cultivated.
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Practically every man entering public accounting
has to make a monetary sacrifice at the start. The
staff of an accountant’s office is, for the most part,
recruited from men with previous bookkeeping and
business experience, and from graduates of account
ing courses in schools and universities. In neither
case, is the beginner worth to an accounting firm the
salary that he might command in some other field.
For this reason, it is best for a man to enter the
profession when he is young. Then, too, while
some men advanced in years enter a new profession
and are successful, such cases are the exception
rather than the rule.
With this general explanation of the duties of the
professional accountant and the particular qualifi
cations necessary to fulfil these duties, I shall pro
ceed with a description of the work and training of a
young accountant joining the staff of a firm of
public accountants.

Work and Training of the Young
Accountant

August

accountant is one who acts as an assistant to a senior
or semi-senior.
He Begins as Junior Accountant

The beginner will be attached to the staff in the
capacity of a junior accountant. In this capacity,
he will be assigned to assist the accountant in charge
of an engagement, and all his work will be done un
der the immediate supervision of the senior. In the
case of engagements requiring a large number of
assistants, there may be other seniors acting as
assistants to the accountant in charge and oversee
ing the work of the juniors. In most cases, other
more experienced juniors will be on the engagement,
and the work assigned to the beginner will usually
consist of checking footings of various books of ac
count, checking calculations of inventories, and
checking postings. In carrying out such work, the
junior will receive explicit instructions in regard to
the extent of the work, and it is most important
that he adhere strictly to these instructions. Ex
cept in the case of small engagements, it is very un
usual to check all of the footings, calculations, and
postings, but it is necessary to make such tests
thereof as will satisfy the accountant in regard to
the correctness of the work. Determining the ex
tent of the tests is a matter for the judgment of the
senior accountant, and not one to be left to the dis
cretion of the junior. Although such work is rather
monotonous, it is, nevertheless, an important part
of the audit, as fraud has often been perpetrated by
manipulating the footings of books of account. It
can be seen, therefore, that negligence on the part of
the junior in such routine work as checking footings
may entail serious consequences for an accounting
firm, and no excuse can be accepted for such a breach
of trust on the part of the junior.

Having regard to the mental and moral qualities
required of a public accountant, it is only natural
that the firm should carefully interview the appli
cant, investigate his references, and test his general
fitness for public accounting. This, too, is only fair
to the applicant, as one lacking the essential quali
ties would only be wasting his time by taking up
such work.
Assuming then that the applicant has passed
muster and been engaged, he will be instructed in
regard to the office rules of the particular firm by
whom he is employed. These cover such matters
as the preparation of time and expense reports, his
conduct in the office of a client and his attitude
toward the client’s employees, the check marks to
be made on the client’s books, and the firm’s re
quirements in connection with the preparation and
Neatness in Work Important
custody of working papers. He will at the same
At this point, it may be mentioned that most ac
time be impressed with the importance of exercis
ing the utmost secrecy in connection with the affairs counting firms have uniform check marks—that is,
a certain mark placed against an item in the books
of clients of the firm.
A description of the complete organization of an will indicate that the posting of that item has been
accountant’s office is not within the scope of this checked, a different mark will show that it has been
talk, and I shall, therefore, deal only with the ac vouched, while still another kind of mark will show
counting staff, which consists of the men who carry that the footing has been checked. Accountants
out the work in the clients’ offices. This staff, work are required to use the particular marks adopted by
ing under the direction of the principal—that is, the firm, so that if it is necessary for an accountant
a partner or manager—may be divided into four to leave the work before it is finished, his successor
groups, as follows: Supervisors, Seniors, Semi- can readily determine the extent and nature of the
seniors, Juniors. The supervisors have general checking that has been done. It may not be out of
charge of several engagements carried on simultane place to state here that the check marks should al
ously. They are responsible for the proper conduct ways be neat. A good bookkeeper takes a pride in
of the work and for the review of the reports and the appearance of his books, and finding them
working papers. Naturally, such men must be covered with check marks of varying sizes and out
accountants with wide experience. The senior of alignment naturally raises a feeling of antago
accountant has direct charge of the engagement, nism on his part toward the auditors.
On a large engagement, it is not possible for the
and remains on the work from start to finish. The
semi-senior is a man who acts on some audits as senior to give much attention to the training of the
first assistant to the accountant in charge, while on juniors apart from the instructions for the particular
certain occasions, he is entrusted with the complete work assigned to them. However, a good junior
carrying out of smaller engagements. A junior will learn much by observation. For example, while
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checking footings or postings of a voucher record, he
can observe the company’s classification of ac
counts, compare the classification in his mind with
those of other companies with which he is familiar,
and note the accounts peculiar to that particular
business.
In many cases, the junior will be assigned to jobs
as the only assistant, or with perhaps just one other.
He is then in direct contact with the senior during
the course of the work, and association such as this
furnishes the best means of acquiring a knowledge
of practical auditing. There are, of course, excep
tions, but the junior will find that most of the
seniors will only be too glad to answer intelligent
questions properly asked.
The junior should report only to the senior, and
should avoid discussing the audit with, or express
ing opinions regarding the system to, the client.
When a member of the client’s staff approaches a
junior seeking such information, he should be
politely referred to the senior in charge of the work.
It is important that juniors observe the regular office
hours and apply themselves to their work while in
the client’s office. As the time spent on the work
is the usual basis of accountants’ fees, it is not un
natural that the client should object if the assistants
arrive late, exceed the time allowed for lunch, or
spend part of the time in gossip.

Much Depends on Mental Attitude
I do not wish to minimize the drudgery that is
associated with the work of an accountant, partic
ularly at the beginning of his career. However,
much depends upon his mental attitude toward the
work. A stranger, in passing a stone quarry and
observing three men at work, questioned them in
regard to their occupation. The first answered, “I
am chiseling stone”; the second replied, “I am work
ing for $4.00 a day.” In response to the same
question, the third laborer answered, “I, sir, am
building a cathedral.” This story illustrates how
the humblest task can be transformed from drudg
ery into the joy of accomplishment by adopting the
right mental attitude; and the principle is applicable
to the routine work of a junior accountant.
I have made reference to working papers. These
are the schedules and miscellaneous data prepared
by an accountant during the progress of an engage
ment. Such records are necessary for the proper
carrying out of the work, for the principal in review
ing the work and the report, and for reference in
the case of a renewal engagement. They are often
referred to upon the occasion of inquiries in regard
to the report, made perhaps months or even years
after the completion of the work. While the work
ing papers prepared by different accounting firms
vary somewhat in form, the information contained in
all of them is substantially the same. Something
more than mere transcripts of the ledger accounts is
required. Yet, through a lack of proper instruction
and supervision, juniors have been known to spend
hours doing such wholly useless work as copying
cash accounts, accounts receivable, controlling ac
counts, and the like. The working papers should
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show clearly the scope of the examination, the
means adopted to verify each item in the Balance
Sheet and Profit & Loss Account, and the bases for
statements made and opinions expressed in the re
port. Upon completion of the work, the papers
should be arranged in a logical manner, bound to
gether, and an index prepared for reference. To one
without experience, the proper custody of working
papers may seem of little importance. When it is
considered, however, that they contain private in
formation accessible only to certain employees of
the client’s staff and such data as the tests contem
plated by the auditors, notes regarding exceptions
and uncompleted work, it can be realized that they
should at all times be kept in the possession of the
auditors.
Transition from Junior to Senior

The transition from junior to senior will be grad
ual. If the junior has proved trustworthy, has
tact and the necessary ability, he will become what
is known as a semi-senior, and in this capacity, he
will take charge of small audits himself without con
stant supervision. In such cases, a supervisor will
attend with him at the commencement of the en
gagement and lay out the work, visiting him from
time to time during itsprogress and also upon its
completion. In such cases, the semi-senior may be
instructed to draft the report. In this way he ac
quires the experience necessary to qualify as a senior
accountant. If he thus demonstrates his ability to
supervise the work of juniors and to deal success
fully with clients, he will in due course be promoted
to the position of senior accountant.
As mentioned previously, the senior accountant
takes charge of engagements, and is responsible for
assigning the work to his assistants and seeing that
their work is properly performed. Before starting
the work, the senior will obtain from the partner or
manager in charge particulars of the engagement.
He should be informed as to the scope of the work,
the time within which the work should be com
pleted, and the purpose of the examination. If it is
a renewal engagement, he will be furnished with the
report and working papers relating to the previous
engagement.

Many Firms Offer
Facilities for Professional Training
Here, I might mention some of the facilities of
fered by the larger firms for professional training.
Many accounting firms conduct classes for instruct
ing their assistants in the practical work, and par
ticularly in regard to the methods peculiar to their
practice. With the same object in view, some firms
have compiled elaborate manuals dealing with the
accounting practice and procedure adopted by them,
and the form and content of their reports. The
larger firms maintain extensive libraries, and books
and literature covering all accounting and related
subjects are available to the staff for purposes of
study. These facilities, however, while extremely
valuable from the practical standpoint, will not fur-
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nish a man with the theoretical knowledge required
for his professional examinations, and accountants
are expected to pursue such studies through some
good school.

Ability to Write a Good Report
Important
There is a very important qualification that I
have not yet mentioned, and that is the ability to
write a good report. The accountant’s report often
reaches bankers, directors of the company, and
others with whom the accountant has not come in
contact during the progress of his examination, and
they therefore judge his work by the kind of report
submitted. Fortunately, this ability can be ac
quired, and the time spent by a young accountant in
learning the art of writing will pay large dividends.
In this connection, I should like to quote to you
some remarks made by Sir William Plender, at a
meeting of the London Students’ Society. Sir
William Plender is a past president of the Institute
of Chartered Accountants in England and Wales,
and a distinguished English accountant, and his
remarks are therefore worthy of serious consid
eration.
“Skill in the presentment of facts is of supreme
importance to accountants and their clients. Great
trouble may be taken in conducting an audit or in
pursuing an investigation, and laborious efforts
made to bring together results; but unless there be
architectural vision to arrange them in clear and un
mistakable fashion, work is often unappreciated
and not seldom referred to slightingly. To arrange
figures in a Balance Sheet or Profit & Loss Account
in logical sequence and describe them accurately is
an important part of the art of presentation, but
only a part. Reports are needed, particularly in
investigations, and therein lies the opportunity of
explanation and exposition which should make clear
to the reader what has been the purpose, the scope,
and the limits of the task, and, finally, how and why
conclusions are arrived at. A full knowledge of the
particular facts, their logical arrangement, as well as
some literary skill, all contribute to the framing of a
report which should leave no ambiguity as to its
meaning. In the arrangement of facts, comments,
and conclusions lie the factors which make the im
pression and inform the client, so that he is able to
grasp a situation in all its bearings and form his
judgment. There is, I fear, too little attention paid
to this aspect of our work. The man who can
write a good report is a rarity in these days. But
he who has the faculty quickly climbs in his
office if, with the gift of exposition, he has also the
mind and eye for essentials. In other walks of life
these views are self-evident. A man of great learn
ing but without the means of expression or of pre
sentation is limited in his power of reaching the ears
of others. His work fails to tell, and his gifts are
confined and trammeled, as they do not find an
outlet.
“I have often said that the man who will succeed
is he who combines with a knowledge of his profes
sional work the capacity of stating his accumulated

August

facts and experience in such a way that those who
read his views appreciate clearly his meaning. But
it needs cultivation and effort; it is not learned
without labor, but it is worth while.”
Many accountants, after they have passed the
C.P.A. examinations and those of the American
Institute of Accountants, make the mistake of feel
ing that their studies are at an end. As in any
other profession, there is always more to learn, and
an accountant must keep up his reading of account
ing literature and financial, economic, and legal
magazines, in order to keep up with the develop
ment and increasing responsibilities of the profes
sion.
I trust this “peep behind the scenes” may have
been of some interest to all of you. To those con
templating entering the profession, I would say
that, while I fear I have stated the essential qualifi
cations in a rather formidable array, the require
ments are not impossible of attainment, and the
rewards offered by the profession are well worth the
sacrifice made and efforts expended, as the demand
for really first-class accountants greatly exceeds the
supply.

Investors Should Know Business
E quote from a recent letter sent out by Lee,
Higginson & Company, bankers, of New
York City:
“Recently, preferred stockholders of the Quaker
Oats Company were approached, through the me
dium of the telephone, by unscrupulous firms and in
dividuals. Holders of the preferred stock were told
the Company was issuing new stock and that it was,
therefore, necessary for them to turn in their cer
tificates, endorsed, before a specified date to avoid
an assessment of $1.50 a share.”
It is hard to imagine any one at all versed in busi
ness procedures being “taken in” by any such state
ment as this. Yet, many who own stock are not
trained in even the rudiments of business, and, con
sequently, are likely to become the prey of those
unscrupulous characters who are always prowling
about, seeking to separate people from their savings.
Business education is becoming more general each
year, and it is good that it is so. As it becomes even
more widely diffused, more people will utilize their
surplus funds wisely, because they will know what
constitutes a good investment, and because organi
zations that thrive on the ignorance of the investing
public will become fewer in number. It will be
easier to make wise investments and easier to main
tain them. The man who is trained in the funda
mental principles of business will not take any step
with regard to stock that he may own on the basis of
suggestions made over the telephone.

W

Your daily newspaper may contain much undis
covered country—climb over the headlines and the
sporting page now and again and explore the financial
section and the editorial columns.

Poise—one of the distinguishing characteristics of
the truly educated man or woman—is the product of
careful thought and restraint.
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Words and their Judicial Interpretation
By Paul G. Burroughs, LL.B., Law Faculty, Pace Institute, New York
UPPOSE you decide to install in your house a
water-tank in connection with a hot-water
heater. The law requires a licensed plumber
to make plumbing installations. Would such work
as you have in mind be plumbing? It has been
decided in the New York courts that the word
“plumbing” is limited to work in and about the
water supply, drainage, and sewerage systems. See
Bregman v. Winkler, 198 N. Y. Supp. 758; Peo
ple ex rel. Lavier v. Hessler, 152 App. Div. 839,
137 N. Y. Supp.664; People ex rel. Nechamcusv.
Warden of City Prison, 144 N. Y. 529, 39 N. E.
686, 27 L.R.A. 718; N. Margolys
Co. v. Gold
&
stein (Sup) 96 N. Y. Supp. 185. These court
decisions hold that installing a water-tank in con
nection with a hot-water heater is not plumbing,
and so not within the inhibition of the statute
requiring licensed plumbers to make plumbing in
stallations.
Suppose, again, that you own and occupy a home
in a restricted neighborhood in which the houses
shall be used as “private dwellings.” Suppose that
you convert your house by installing on the third
floor living-quarters for a second family. To do so,
you change the exterior appearance of the house by
arranging a separate means of access from out-ofdoors to the new apartment, and this entrance is
visible upon inspection. The alterations have not
affected the general appearance of the house to any
appreciable extent. Does a house, formerly used
as a private dwelling for one family, cease to be a
private dwelling when altered for occupation by two
families? In Barnett v. Vaughan Inst., 134 App.
Div. 921,119 N. Y. Supp. 45, a private dwelling is
described as “a place or house in which a person or
family lives in an individual or private state. A
private dwelling-house is one intended for private
living.” In Levy v. Schreyer, 27 App. Div. 282,
50 N. Y. Supp. 584, it was held that a dwellinghouse so constructed that it would provide for the
occupation therein of three separate families living
apart was not a private residence. The court said:
“This characterizes the building and prevents it,
as it seems to me, from coming within the class of
buildings which the parties termed a ‘private resi
dence.’ ” The last case decided by the Court of
Appeals of New York State (177 N. Y. 293) holds
that, although the external appearance of the build
ing in no way suggested anything but a private
residence, yet the contemplated use of the house by
more than one family destroyed its character as a
private dwelling and said use would be enjoined.
It is interesting and important to note that words
as legally defined may have a meaning somewhat
different from that which general, every-day use
may assign to them. The success or failure of liti
gation may, to a great extent, hinge upon the inter
pretation of a certain word. The courts are con
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stantly interpreting words. A well-known work
showing the judicial interpretation of words and
phrases contains over 132,000 instances in which
words and phrases have been judicially defined.
Let us note further how decisions have hinged
upon the interpretation of certain words and
phrases. Mary G. Townsend, housewife, was the
wife of a school-teacher. She owned a farm which
she rented. A barn on the property, rendered unfit
for use by a storm, was being demolished by a car
penter h red by the owner. The carpenter was
directed to save all the good lumber, to remove the
nails, and to pile up the lumber. The carpenter was
to do the work in his own way, to furnish his own
tools, and to do the work alone. He was injured
while at work by the fall of a heavy timber, and had
been awarded compensation by the State Industrial
Board. The State Industrial Board found that the
carpenter “was employed as a carpenter by Mary
G. Townsend, who was engaged in the business of
demolishing a building for pecuniary gain.” This
Board so held, because she expected to utilize the
good timber in the erection of other buildings (Mil
lard v. Townsend 197 N. Y. Supp. 702). When
this case reached the Appellate Division of the
Supreme Court of the state of New York on appeal,
that body held that Mary G. Townsend was not
engaged either in a hazardous trade, business, or
occupation for pecuniary gain. Her principal busi
ness was that of housewife, a non-hazardous busi
ness. She was simply putting the farm in condition
for use by the tenant. One who tears down a single
building upon his own premises for the purpose of
salvaging the material in order to erect a new barn
upon such premises can not be said to be engaged in
the business of “demolition of buildings,” or of
“salvage of buildings or contents,” within the mean
ing of the Workmen’s Compensation Law. In
the case of Uhl v. Hartwood Club, 211, N. Y.
588,589, the Court of Appeals said: “Whether
a club or an individual owning a tract of woodland is
or is not engaged in forestry and logging for pe
cuniary gain is a question of degree. It could not be
said that the owner of a city lot who cut a tree and
sold the timber was so engaged, nor where a farmer
here and there felled trees on his farm. But where
the owner of a large tract of woodland cuts and
sells the lumber upon it regularly, although that
work may be incidental to his main business, he
comes within the definition of the statute.” Such
an isolated act or transaction as was being accom
plished by Mary G. Townsend, as the owner of the
farm, can not be deemed the carrying on of a busi
ness.
It is always important that words be used with
care. It is doubly important that contracts and
other legal documents contain words and phrases
that will express exactly the intended meaning.
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Accountancy is Not Overcrowded
By John T. Kennedy, LL.B., Dean, Pittsburgh School of Accountancy
HERE are many questions to which there are
more than two sides. They are like the Irish
man who bet a stranger that he could not tell
which side of his mouth his tongue was in. First
the stranger guessed the right side and then the left
side. “Wrong,” retorted the Irishman. “It is on
the inside.”
There are several sides to the question now being
discussed in the Journal of Accountancy respect
ing whether Accountancy is overcrowded. Are the
writers discussing exclusively the practice of public
Accountancy? Do they exclude the private practice
of Accountancy? It is difficult to tell whether they
refer to competent accountants who have demon
strated their worth, or to alleged accountants who
employ a self-designation that sounds better for the
voting register than “bookkeeper” or “office clerk.”
Again are they discussing the question in the light
of conditions which existed during the period of
depression, or in the light of conditions that have
existed since the beginning of 1922?
I shall discuss this question as it exists to-day,
and as it has existed since January, 1922. For the
most part, I shall confine the discussion to public
Accountancy. Moreover, I shall consider only thor
oughly trained accountants of recognized ability.
At the outset, I shall confine myself to facts and
avoid an opinion. From these facts, the reader can
reach his own conclusions.
Of the several established firms of public account
ants with whom I am acquainted, I am in a position
to state the conditions respecting twelve. Eleven
of these twelve, I can state, are in a prosperous con
dition. Most of these have made substantial addi
tions to their staffs in the past year. Only one of
the twelve has indicated to me that business has
been slow at any time since January, 1922.
Among the several accountants who have started
for the first time in public practice since the war,
I have had opportunity to observe the progress of
six. All six are enjoying a successful practice.
Three public accountants, whom I know, lost
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their business shortly after the war. They had con
fined their work during the war to governmental
and war business. When this ceased, they were
confronted with building up a practice during a
period of depression. They were unable to do so at
the time. Since then, all three have re-established
themselves successfully in public practice.
I am acquainted with nine accounting executives
who lost their positions with corporations by reason
of the post-war depression. I now refer to men who
were occupying positions such as controllers and
auditors. Of these nine, seven have successfully
established themselves in public practice. The
remaining two have obtained positions of equal
standing, with other corporations, to those they
had occupied during the war.
For the past several years I have received an
nouncements of new firms starting accounting prac
tice and of partners being added to old firms. More
of these have come in within the past year than in
any of the several years in which I have received
such notices.
This is a simple statement of the facts, confined
only to those cases in which I have had opportunity
for intimate, personal observation. They are col
lected exclusively from casual incidents, and not as
the result of any attempt to gather data on this
question. From these, I leave the reader to draw
his own conclusions respecting the conditions in
public Accountancy to-day.
Only one opinion will I express. That opinion is,
that there is no profession which offers better
chances for successful practice than the profession of
Accountancy. And this opinion is based upon the
fact that I know of more young men who have suc
ceeded, and fewer who have failed in the profession
of Accountancy than in the professions of Law, of
Medicine, and of Engineering. This statement is
based upon observations made of hundreds of young
men who have started in these several professions.—
From Pace Echoes, published by the Pittsburgh
School of Accountancy.

The Government Turns Teacher
Income Tax Unit Conducts Classes in Accounting and Tax Laws
HE general public is just beginning to learn
of the Government school in Washington
which is training thousands of men and women
to audit Federal income tax returns. The training
courses of the Income Tax Unit were installed under
the direction of Homer S. Pace, C.P.A., in 1918,
when he reorganized the work of the Unit. The
training courses were directly in charge of John T.
Kennedy, while the personnel work of the unit was
organized by H. R. Stutsman, and was for some
time under his direct supervision.

T

In a recent issue of the New York Times, there
appears an interesting account of the school as at
present conducted in the Income Tax Unit. We
quote in part from this article:
The Government has a school for the training of
the thousands of men and women who audit the
income tax returns of taxpayers. The students
number about twenty-seven hundred, of whom one
thousand are in Washington and the rest scattered
throughout the thirty-odd territorial divisions into
which the country is divided for income-tax pur-
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poses. This school is under the direction of the
Staff Division of the Income Tax Unit of which
B. E. Hunsinger is the chief. The active head of
the training-school is J. W. Beers.
The organization has had a mushroom growth.
Since 1918, its personnel in Washington and in the
field has increased from less than one thousand to
nine thousand. Its work is new. A highly special
ized branch of the science of accounting has been
developed to meet the needs of administration. In
come-tax practice is now recognized as an impor
tant branch of the legal and accounting professions.
Five years ago, the Bureau of Internal Revenue
was confronted with the unique task of auditing an
indeterminate number of income-tax returns. The
size and importance of the job and the difficulties
presented were but vaguely appreciated. There
was instant need for auditors. No one knew how
many, nor what special qualifications would be
required.
The training program was developed side by
side with the growth of the personnel. As now or
ganized, the auditing personnel consists of an office
force in Washington and a field force of revenue
agents and inspectors assigned to duty under the
internal-revenue agents in charge of the thirty-odd
territorial divisions of the country. The instruction
courses are designed to meet the respective needs of
the office and field forces. In addition to general
accounting knowledge, the work demands famili
arity with income and profits tax laws and an under
standing of certain underlying principles which have
a peculiar relation to the administrative audit of
returns and the determination of invested capital.
Two distinct lecture courses are offered, supple
mented by written tests and question papers. One
course covers the theory and principles of account
ing with special reference to the analysis of financial
statements and the determination of invested capi
tal; the other is a study of the laws relating to the
taxes on individual and corporate incomes and ex
cess profits. Even the principles upon which the
courses were based had to be worked out in concrete
form for presentation in the texts. There was, of
course, a complete absence of suitable text-books,
and the training officials were compelled to originate
JOSEPH O’CONNOR, who was grad
uated in 1922 from Pace Institute, New
York, recently accepted, through the
Pace Agency for Placements, Inc., the
position of office manager for the Bay
Ridge Heating Company, Inc., 511 40th
Street, Brooklyn, N. Y.
S. J. LUKASIK, Class B3304, Pace In
stitute, New York, has accepted, through
the Pace Agency for Placements, Inc., a
position as bookkeeper with the Radio
Corporation of America, 105 Hudson
Street, New York City.
E. PARDEE, formerly a student at Pace
Institute, New York, is now an assistant
bookkeeper with the South Porto Rico
Sugar Company, 62 Cedar Street, New
York City. Mr. Pardee accepted his
new position through the Pace Agency
for Placements, Inc.
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the texts and outlines of lecture courses, as well as
the papers present ng problems for work required
outside of classrooms. One series explains the
accounting methods necessary to determine the
true invested capital for corporations, both inde
pendent and affiliated. Another series covers the
advanced accounting methods used in auditing the
consolidated returns of related corporations.
The training courses for the field service are con
ducted in Washington and cover a period of ap
proximately forty-five days. Since these classes are
compulsory, the Government pays the travel ng
expenses of appointees to and from Washington,
gives them an allowance for subsistence while in
Washington, and pays their salary during the in
struction period. In the last three years, sixteen
hundred auditors have attended this special school
of preparation. Exact figures are not available for
the earlier classes, but during the year 1922, of the
seven hundred and seventy-one men who completed
the course, only fourteen failed to qualify for per
manent employment in field duty after serving the
prescribed period of probation.
Class instruction in elementary and general ac
countancy and in income-tax law is given after office
hours for the benefit of clerks as well as technical
employees who wish to take advantage of it. For
the auditor employee, the incentive to this study
is the prospect of earning advancement to more
important work, greater responsibility, and, of
course, higher pay. It offers to clerical employees
who have not had the educational or vocational ad
vantages necessary to qualify them for auditing
work an opportunity to acquire those qualifications
without expense to themselves. This instruction is
also without expense to the Government, since the
instructors voluntarily give their time to the work
after office hours. The clerical service of the unit
thus becomes attractive to a higher grade of em
ployees, and offers ambitious men and women
opportunity for advancement which otherwise
would be denied them. The advantage which has
thus accrued to the unit, though indirect, is defi
nite, and is evidenced by the interest manifested
in the training courses by applicants as well as
appointees in the clerical grades.

GERHARD A. HOFGAARD, Pittsburgh
School of Accountancy, conducting Pace
Standardized Courses, has gone to his
home at Waimea Kauai, T. H., where he
plans to enter the professional practice of
Accountancy.
Mr. Hofgaard has been for some time
a member of the professional staff of
Main & Company, certified public ac
countants, Pittsburgh, Pa.

C. M. BURLINGAME, C.P.A., asso
ciate member of the American Institute
of Accountants, has accepted, through
the Pace Agency for Placements, Inc., a
position as cost and tax accountant with
the H. D. Roosen Company, 406 West
31st Street, New York City.
Mr. Burlingame was for some time with
theTide Water Oil Company of Bayonne,
N. J., as head of the tax department.
During the Great War, Mr. Burlingame

GEORGE KOUCHERAVY, formerly a

assisted Mr. Homer S. Pace, Acting Dep

member of Class C2412, Pace Insti
tute, New York, has accepted a position
as accountant with the Shaw-Walker
Company, 54 Franklin Street, New York
City. Mr. Koucheravy was formerly
with the Irving National Bank, 233
Broadway, New York City. He accepted
his new position through the Pace Agency
for Placements, Inc.

uty Commissioner of Internal Revenue,
in reorganizing the Income Tax Unit in
Washington, D. C.
R. E. REARICK, who was a student at
Pace Institute in 1919, was recently ap
pointed director and treasurer of the
C. O. Miller Company, Stamford,
Conn.
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The Business Woman
and the Clock
O clocks and timepieces fascinate women?
From the ubiquitous wrist-watch to the ma
hogany creation on the living-room mantel,
are women more interested than are men in watch
ing the minutes?
Consider this incident and draw your conclusions.
Just inside one of the entrances to the Clark Street
subway station in Brooklyn there is a clock. It is
not easy for one coming in to see the clock, as it is
attached to the wall rather high up and on the side.
The hour was eight-thirty a. m.—the hour when
those Brooklynites who spend their working days
across the river were rushing from breakfast to
Manhattan. Men and women of all ages—business
men and women almost exclusively—poured
through the entrance and down the subway stairs.
But the clock?
That morning our editorial observer happened to
be standing where he could see the clock. He could
also see who looked at it. This is what he reported.
Ten out of twelve women as they came through the
door turned round and glanced at the clock before
rushing down the subway stairs. At the same time,
not one man in twenty-five gave the clock the slight
est attention.
What to conclude? Do women watch the clock
at the beginning of the day and men at the end. of
the day, or the men not at all? Did more men than
women feel that their own watches were right?
Did more men than women carry watches? Had
the men planned their time ahead so that they
didn’t have to worry? Were the women a bit late
by reason of household duties? Were the women
more interested in getting to the office on time?
Were most of the men executives who could get to
their desks at nine-thirty without upsetting their
own or any one else’s equilibrium?
Any one who has had occasion to observe the way
in which women in business do their work would be
inclined to conclude from this clock episode that it
merely illustrated some characteristics of business
women that he had known for a long time—that
they are specific in what they do, that they are con
scientious, and that they fill a great place in business
life because they possess these qualities and many
more that are closely allied to them. At any rate,
most of the women looked at the clock.
The Editor would be pleased to receive the opin

D

August
ions of readers on this subject, and the results of
similar time studies, if any have been made.

“Time More Valuable
Than Money”
IN a letter sent out recently by the Western Union
Telegraph Company, a banker is quoted as say
ing, “Time is more valuable than money. No
element of worth can rank with it.” True, indeed,
are the banker’s words. Waste is bad, no matter
what you waste, but wasted time has gone forever.
It can not be replaced. Time is evenly divided.
We all have our share. With that share we can do
as we will. The measure in which we utilize this
common inheritance is no inconsiderable test of our
ability to utilize more tangible assets.

Mental Savings
ORTUNATELY, every man past fifty is not
dependent for his income during the rest of his
life upon his cash in bank or upon the stocks
and bonds in his safe-deposit vault. Tangible, such
assets may be, but many things can happen to them.
Frequently, men past fifty attempt, by speculation
and questionable investments, to build up their
principal to a point where it will keep them for the
rest of their lives. And statistics show that in this
attempt many lose their entire “stake.”
On the other hand, many men, in their younger
years, in addition to building a financial reserve,
build also a reserve in education. The passing
years add to their knowledge. At fifty, a man’s ad
vice—if he has studied and developed himself—is
worth more than it was at twenty. His value at
fifty is not as a producer, primarily, but as an ad
viser. His financial accumulation may have but
little bearing upon the worth of his advice. Panics
and the like have no power to wipe out a man’s
mental accumulation. His mental savings he will
not lose at fifty. In fact, they may be just begin
ning to draw interest.

F

For The Letter-writer
HE man who handles a great amount of dic
tation is likely to get stale unless he gives him
self a good mental shaking up every now and
then. Failing to do this, he is likely to lose that
freshness and originality of view-point so essential
to the best correspondence.
The business man who writes many letters will
find it a good plan, no matter how expert a corre
spondent he may be, to pick up every now and then
a good book on business correspondence and Stir up
a bit some of his quiescent enthusiasm. A good
idea picked up here and there will keep the letterwriter interested in his work, and interest breeds
enthusiasm, and enthusiasm breeds results.

T

Chaos lurks underneath the top of many a clean desk.
Fear of being thought inefficient has made many a
man efficient.
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Uses of Should and Would
By Edward Talvensaari, Graduate, Pace Institute, New York

HE various uses of shall and will
To Express Futurity
were discussed in the April and the
Rules 1
May issues of The Pace Stu
and 2 Rule 3
dent. In this article, the various uses of
person: I, we
should should
should and would will be given consid First
Second person: You
would should
eration.
Third person: He, she, it,
Should and would are, respectively,
they
would should
the past-tense forms of shall and will,
To Express Volition
but they are now used chiefly to express
contingency. Should and would also First person: I, we
would would
have certain special uses, such as the Second person: You
should would
use of should to express obligation and Third person: He, she, it,
the use of would to express habitual
they
should would
action or a wish. These special uses will
When should and would are used in
be considered later in this article.
expressions of courtesy—that is, in con
Should and would are used after past junction with such words as “pleased,”
tenses to express futurity or volition just “appreciate,” “like,” and “glad”—sim
as shall and will are used after present ple futurity should always be expressed.
tenses. As in the case of shall and will, Thus, we should say, “We should (not
the correct use of should or would in a would) be pleased,” “You would (not
given case is dependent upon whether the should) be pleased,” “He would (not
thought to be expressed is one of futurity should) be pleased,” “I should appre
or of volition, and upon the type of clause ciate,” “You would appreciate,” “He
in which the word is to be used. The would appreciate,” and so on. If, how
rules given in respect to the uses of shall ever, the clause in which the expression
and will will, therefore, be here repeated occurs is of a type covered by Rule 3,
as they apply to the uses of should and should would be correct with all three
persons, as under this rule, should is
would. The rules follow:
Rule 1. In independent clauses used with all three persons to express
use should with a subject in the first per futurity: thus, “He said that he should
son and would with a subject in the sec be glad to receive the information.”
Use should with questions in the first
ond or third person to express futurity,
and use would with a subject in the first person. In questions in the second and
person and should with a subject in the third persons, the word to use depends
second or third person to express volition. upon the reply expected. If should is
expected in the reply, should should be
Rule 2. In dependent noun clauses used in the question. If would is ex
introduced by that, expressed or im pected in the reply, would should be
plied, with the subject different from the used in the question.
subject of the main clause, use should
The foregoing uses of should and
with a subject in the first person, and would, it will be noted, are the same as
would with a subject in the second or the uses of shall and will, which have
third person to express futurity; and use previously been given. The special uses
would with a subject in the first person, of should and would will now be given
and should with a subject in the second consideration.
or third person to express volition.
Would is often used to express a wish.
Rule 3. In all dependent clauses not Thus, the sentence, “Would that I had
included in Rule 2, use should with all studied Accountancy,” is equivalent to
subjects to express futurity, and use saying, “I wish now that I had studied
would with all subjects to express voli Accountancy. ”
tion.
Would is used in all three persons to
The uses of should and would under express habitual action.
I would take long walks along the
the foregoing rules may be tabulated as
beach.
follows:

T

Every morning you would go swim
ming in the little lake.
He would play with the children for
hours.
Should is used in all three persons to
express obligation, propriety, or expedi
ency. It differs from ought in that
ought is a stronger word and is generally
used to express moral or legal obligation,
while should is generally used to express
expediency:
You should do the work carefully.
Every person ought to obey the laws.
The following sentences illustrate the
uses of should and would as given in
the foregoing rules and special uses:
He would go with us.
Any courtesies extended to Mr. Smith
would be greatly appreciated.
I should be glad to hear from you in
reference to this matter.
We should be pleased to render you
whatever assistance lies in our power.
If you should care to take these
chances, we would do all that we can to
be of assistance to you.
I know that he would be delighted to
receive the information.
I think that he would do this for you.
He was sure that I would follow out
his instructions.
I am content to have you use your own
judgment as to how far you should go in
using the material.
They thought that they should have
a pleasant voyage.
I should appreciate it very much if
you would talk the matter over with
him.
We promised him that we would do
everything possible to assist him in his
work.
William made up his mind that he
would take the course.
I am sure that he would gladly help
you.
Should you like to visit the factory?
Would he like to visit the factory?
Should you wish further information
in respect to any of the matters covered
in this report, do not hesitate to write us.
Every Saturday evening he would
walk up Lane Street with a box of candy
under his arm.

Treatment of Deficit in a Balance Sheet
ANY interesting questions arise
as to the technical display of
accounting facts in financial
statements. For example, there is con
siderable diversity of opinion as to the
method of displaying the capital interest
in the balance sheet of a corporation.
The following correspondence, which re
cently took place between a New York
certified public accountant and the
Editor of this magazine, relates to this

M

subject, particularly to the treatment to come to believe quite strongly that this
be accorded to the item of deficit—an is not the best way of displaying a deficit
item that fortunately is found only in an on the balance sheet. To my mind, the
preferable way is to deduct the deficit,
occasional balance sheet.
The correspondence, somewhat after making whatever computation is
abridged for magazine purposes, follows: desired to show how it was arrived at,
from the total par value of capital stock
To the Editor:
issued and outstanding. This in the case
“I notice that you display a corporate of stock with a stated par value. In the
deficit on the left side of the balance sheet case of stock without par value, I would,
as the last item under Assets. I have as a rule, deduct the deficit from the total
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value placed upon the stock when issued
and entered upon the books. The net
amount reached by deduction of the
deficit is then carried out as the net book
value of capital stock and added to the
liability to balance the total of assets. I
should like to know your reason for
including a deficit with assets.”

From the Editor:
“You inquire as to our reason for in
cluding a deficit with assets. Perhaps the
best answer 1 could make would be to
say that we have the same reason as we
do for including surplus with liabilities.
A surplus represents a net excess of asset
value over the combined amount of lia
bilities and authorized and outstanding
capital stock. I should not, as a general
practice, add the surplus to the amount
of capital stock, because the latter is a
fixed and definite amount, which can not
be changed so far as its formal amount
and character are concerned without an
amendment to the certificate, dissolution,
or other formal occurrence.
“A deficit, inversely, measures an ex
cess of the amount of combined liabilities
and capital stock over asset values, and,
for the reason given before, I should not
feel at liberty to change the amount of
the issued and outstanding capital stock.
I would give the amount the same treat
ment as I would, under ordinary condi
tions, accord surplus.
“We might approach the matter from
still another angle. Why, during the
course of a year, does an expense account
balance appear on the same side of an
account as an asset balance? I presume
it thus appears in order that it may show,
temporarily at least, that an asset value
has gone out, or that an equivalent effect
has been incurred by the incurrence of
a liability.
“After we close the books, is there not
some justification for showing similar
facts if, after taking into account a fixed
amount of capital stock which is issued,
a similar condition exists? In other
words, the amount shows that certain
asset value has gone out by reason of
transactions that have taken place.
“All of the foregoing reasoning is based
upon maintaining the amount of capital
stock in the financial books at its formal
value. If we find it desirable, in order to
determine and to state in one amount the
real capital interest of the proprietorship,
we would find it necessary to adjust the
amount of capital stock by any possible
surplus or deficit items, including, it may
be, surplus that has been appropriated
for particular purposes. If we do this,
we bring the corporate statement back
to a statement comparable with that
prepared for a partnership or a sole pro
prietorship. I can see no great harm in
doing this, if one wants to bring out with
especial emphasis the net amount of the
proprietorship interest, provided that
the amount of capital stock issued and
outstanding be shown, as is evidently
your practice. I think this method of
procedure, however, has little sanction in
the affairs of the larger corporations, and
its use is limited to small and closely held
corporations in which the conditions, so
far as capitalization are concerned, are
similar to those obtaining in partnerships
or sole proprietorships.”

To the Editor:
“I was very much interested in your
letter of May 26th, giving your reasons
for including a deficit with assets in the
balance sheet. I am taking this oppor
tunity to thank you for your opinion and
to state my own opinion at greater
length.
“A balance sheet, to my mind, is, con
cisely defined, a statement of financial
position of an organization as at a certain
date. Such a statement should not only
be as accurate as is possible, but should
also be so prepared as to convey the in
formation as clearly as can be done, to all
whom it may reach who have a real in
terest in the affairs of the concern.
“My objection to including a deficit
under the head of assets is that so used it
may mislead or be employed to mislead.
This could not happen, of course, to any
one trained in the reading of such state
ments, who gave any sort of care to the
examination of the statement.
“The fact remains, however, that while
both tangibles and intangibles may fairly
be included under the total of assets, a
deficit is something entirely outside the
range of things of value. We do include
in the category of assets, deferred
charges, such as advertising and promo
tion expense, which have no more salable
value than has an accumulated deficit.
Expenditures for such purposes, however,
may have a value as affecting future
operations which a deficit can not have.
“The amount of capital stock issued
and outstanding should be shown as a
separate and distinct item. In this, I am
sure we will agree. I do like to show
capital stock, however, in a separate
classification following the liabilities. I
then add to this capital stock which
shows the original investment, the un
distributed surplus, or deduct from it the
accumulated deficit, to show the net
worth which I often state as ‘Book Value
of Capital Stock, Being $xxx per Share.’
“I do believe that this method, as you
state, ‘has little sanction in the affairs of
larger corporations. ’ The public accoun
tant is limited in the preparation of bal
ance sheets, as in many other directions,
by the customs or the wishes of his
clients. In many cases, however, deter
mination of the form of the financial
statement is largely or entirely in his own
hands. He has, therefore, much oppor
tunity to mould public opinion in the
direction of improved and clarified state
ments.
“The placing of a deficit in a balance
sheet under the par value of capital stock
outstanding, and deducting it to show
the net book value of invested capital,
which, in a properly prepared balance
sheet, must be a close approximation to
the true value of the investment, is, to
my mind, a step in this direction.”

August
able to carry it out regardless of the
amount involved. In this instance, you
would have to carry it over in what you
call the ‘category of assets.’
“My own idea is, that surplus as well
as the amount of capital stock are not
liabilities; yet, in double-entry practice,
we find it necessary to list them on the
right side of the balance sheet in com
pany with liabilities, the latter, of course,
being an entirely different kind of ele
ment. Inversely, it seems to me that we
can, in the absence of capital, list the
opposite condition on the left side of the
balance sheet in conjunction with assets.
Further, because of the statutory limi
tations that apply to capital in the cor
porate form, I think it is proper to show
either surplus or deficit on the balance
sheet, as we actually do in the books of
account, in classifications that are not
merged with the capital stock account.
“No one is likely to believe that an
item marked ‘deficit’ is an asset. I can
see that it might be desirable to include
the term ‘deficit’ with the heading
‘assets,’ and possibly to bring down the
total of the asset values in such a way
as to show the total amount as distinct
from the amount of deficit. I have never
known of an instance in which any one
was misled by the inclusion of the term
‘deficit’ on the asset side of a balance
sheet. One who would be misled by such
a condition would be likely to be misled
by the use of the term ‘surplus’ on the
right side of the balance sheet.
“In small and closely held corpora
tions, which approximate partnerships,
I can see that there might be some ad
vantage in merging the items in the
manner you indicate: Moreover, so long
as you disclose all of the facts as to stock
issued, amount of deficit, and the like, I
can see that there will be no great harm
in using your display in any instance.
I should not want, however, as matters
now stand, to adopt such a policy as an
invariable rule for our Accountancy
Practice Department.”
Our correspondent has advanced some
excellent ideas—ideas that, after all, are
largely in harmony with those expressed
by the Editor. We should be glad, in
deed, to receive the views of other ac
countants and of students on this subject.

MARTIN KORTJOHN, C.P.A., of
Kortjohn & Tripp, certified public ac
countants, 15 Park Row, New York City,
addressed the weekly Day-school assem
bly at Pace Institute, New York, on
Monday, July 2nd, at 12:15 p.m. Mr.
Kortjohn, who was graduated from the
Pace Courses in 1915, told the students
something of his own experiences in
school and subsequently in professional
practice. He gave some excellent advice
to the young practitioner. At the con
From the Editor:
clusion of Mr. Kortjohn’s talk, the stu
“I am in receipt of your letter of June dents showed their appreciation by
5th, in which you state in further detail means of a rising vote.
your reasons for merging deficit with the
par value of capital stock outstanding, IRINEO J. REYES, C.P.A. (N. C.),
for the purpose of determining the formerly a student at Pace Institute,
Washington, announces the opening of
amount of capital.
“What would you do in the event that an office for the professional practice of
the deficit was so large that it wiped out Accountancy in the Kneedler Building,
entirely the capital of a business? If Rizal Avenue and Carriedo Street, Ma
your principle is sound, you should be nila, P. I.
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Biographical Sketches of Pace
Students Who Have Made Good
William R. Reid, C.P.A.
ACK of a high-school education or state, and, although it took many years,
the necessary Regents counts dis- I am happy to say that my ambition has
courages many aspiring young ac been realized. In order to do this, it was
necessary to complete four years of high
countants. Frequently, you hear them
say, “Oh, what’s the use? I can’t become school work by evening study, and pass
a C.P.A. I never finished high school.” the examinations given under the direc
Let these men take a leaf from the tion of the Board of Regents of New York
book of William R. Reid. He did more state. I had many discouragements—illthan make up a few Regents points. health and many other matters—which
In fact, he completed the entire four hampered my study.”
years of high school by studying even
ings, and passed his Regents examina
tions. As though this were not a suffi
cient obstacle, Mr. Reid was hampered
by ill-health, and by the fact that he was
carrying heavy daytime responsibilities
—an important executive position with
the Safety Insulated Wire and Cable
Company.
Those who become easily discouraged
in pursuit of their vocational goal should
read this paragraph again and visualize,
if they can, something of the obstacles
that Mr. Reid, by dint of an unswerv
ing determination, put behind him. Se
curing his high-school credentials was
one step toward the C.P.A. certificate.
He had to obtain experience in an ac
countant’s office, and was forced to re
sign his position as assistant treasurer
and go to work as a junior accountant.
Difficulties of this sort seemed to be only
a challenge to Mr. Reid. How he met
this challenge we shall tell in more detail.
William R. Reid is thirty-seven years
of age. He was born in Jersey City, N. J.
in 1886, and received his early education
in the public schools of that municipality.
WILLIAM R. REID, C. P. A.
Deciding that he would be a banker, he
left school in his first year of high school
and became a clerk in the office of the
Irving National Bank, then situated in
the old brownstone building at the corner
Then came the matter of securing ex
of Warren and Greenwich Streets, New perience in the office of a certified public
York City. Commenting on his next accountant. Remember, that at this
vocational change, Mr. Reid says, “After time he was assistant treasurer of the
two years of this (banking), I was satis Safety Insulated Wire and Cable Com
fied that my fortunes lay elsewhere. So pany. Feeling that, regardless of the
I obtained a position as bookkeeper with sacrifice, he was going to secure his pro
the Safety Insulated Wire and Cable fessional accountancy credentials, he
Company, at 114 Liberty Street, New resigned his position as assistant treas
York City, and remained with this or urer and became a member of the profes
ganization for approximately fourteen sional staff of the Federal Accounting
years.”
Corporation.
Mr. Reid received his
Mr. Reid’s native abilities brought him certificate as certified public accountant
up step by step in this organization. in New York state in April, 1922. He is
Early in 1910, however, he decided that now a traveling auditor for the American
experience might be an excellent teacher, Telephone and Telegraph Company.
but she was a bit slow for his purposes.
Mr. Reid says, “I am happy to say my
He decided that what he needed was a word for Pace Institute. I consider the
broad, basic training in all the principles instruction which I received at the Insti
of business. He investigated conditions tute as the foundation upon which I have
carefully, and finally enrolled in Pace built my career in business and in pro
Institute for the study of Accountancy fessional practice.”
Mr. Reid gives
and Business Administration. He made much credit to Pace Institute, and the
an excellent record as a student.
Institute gives much credit to Mr. Reid
To quote again from Mr. Reid’s own —credit for his vision, for his iron deter
words: “At first, my intentions were mination, and for his winning personal
merely to increase my knowledge of the ity. Mr. Reid, as you might expect from
science of accounting, and so advance looking at his photograph, has many
myself with my employers; but, in a friends. “He’s a regular chap,” you hear
short time, I became ambitious to obtain them say. And any one who meets him
the C.P.A. certificate in New York will confirm the opinion.

L

LEWIS H. DeBAUN, a member of the
Accounting Faculty of Pace Institute,.
New York, was among the successful can
didates in the January, 1923, C.P.A.
examinations in New York state.
BERNARD DAUB, who passed the
final examinations of Pace Institute in
July, 1922, was successful in the January,
1923, C.P.A. examinations in New York
state.

MAX SOLOMON passed the January,
1923, C.P.A. examinations in New York
state. Mr. Solomon received his diploma
from Pace Institute the same month.
WILLIAM KAUFMAN, a former stu
dent at Pace Institute, New York, passed
the New York state C.P.A. examinations,
given in January, 1923. Mr. Kaufman
is on the professional staff of David B.
Jacobs, C.P.A., 217 Broadway, New York
City.

ROBERT G. SPARROW, associate
member, American Institute of Account
ants, announces the removal of his office
to the Equitable Building, 120 Broad
way, New York. William C. Kirk
patrick will be associated with him in the
general practice of accounting under the
firm name of Robert G. Sparrow & Com
pany, accountants and auditors. The
firm of Cartwright & Sparrow, which
formerly maintained offices at 31 Nassau
Street, New York City, has been dis
solved.
ALEX F. REID, JR., attorney and
counsellor at law, and member of the Law
Faculty of Pace Institute, New York,
announces the removal of his offices
116 Market Street, Newark, N. J.
THE AMERICAN INSTITUTE OF
ACCOUNTANTS will hold its annual
meeting in Washington, D. C., on Sep
tember 18 and 19, 1923.

LESLIE WAITE, a student in the Pitts
burgh School of Accountancy, conduct
ing Pace Standardized Courses, has
accepted a position in the Accounting
Department of the Philadelphia Com
pany, Pittsburgh, Pa.
C. B. McELHENY, a student in the
Pittsburgh School of Accountancy, con
ducting Pace Standardized Courses, for
merly in charge of the Cost Department
of Lutz & Schramm, has accepted a
similar position with the Lang Motor
Truck Company, of Pittsburgh, Pa.
BERKER, HORNE & ETTINGER, tax
specialists, 120 Broadway, New York
City, announce the association with them
of Mr. F. G. Smith, recently Secretary of
the Committee on Appeals and Review,
Bureau of Internal Revenue, Washing
ton, D. C.

W. W. SILVERMAN, Class E3603, Pace
Institute, New York, has accepted,
through the Pace Agency for Placements,
Inc., a position as junior accountant on
the professional staff of Weisen & Green
blatt, public accountants, 280 Broadway,
New York City.
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The Question and Answer Department
This Department does not publish answers to all questions received, but only to those which are
deemed to be of general interest to readers of The Pace Student. A communication, in order to re
ceive attention, must contain the name and address of the person asking the question.

FIRM gives a series of notes payable to a
creditor. It turns over to the creditor, as
collateral security for these notes, a number
of notes receivable. The holder of the notes pay
able gives notice at maturity to the makers of the
notes receivable and the holder collects these notes,
if possible. He does not, however, inform the maker
of the notes payable of such payments. Please tell
me how these transactions can be shown on the
books of the maker of the notes payable.

A

Answer:

You do not inform us just how the transaction is
handled. We assume, however, that the notes
receivable are endorsed over to the holder of the
notes payable, since, otherwise, he could not en
force payment from the makers of the notes receiv
able.
The accounting can not be carried on correctly
unless the creditor to whom the notes receivable
were given as collateral reports on the payment or
other liquidation of the notes.
The proper way to handle the matter would be to
carry the notes used as collateral on the books of
the maker of the notes payable as notes receivable.
Possibly, they might be transferred from the Notes
Receivable Account to a notes receivable account
designated “Notes Receivable Placed as Collateral
to Secure Notes Payable.”
The creditor should be required to report on
payments of the notes receivable. As his reports
are received, Notes Receivable Placed as Collateral
to Secure Notes Payable Account should be credited
and the Notes Payable Account should be charged
with the amount of collections made.
If the creditor will not report, we believe the best
plan would be to carry the notes receivable in the
Notes Receivable Account, as indicated, until
maturity, and to carry the notes payable in a Notes
Payable Account. At the time of maturity of any
note receivable, the creditor could be asked for
information as to the status of the note, and if it
were found that the note had been paid, an entry
could be passed crediting Notes Receivable Account
and charging Notes Payable Account.
We are advised by one of the legal faculty of our
staff that, under the law of bailments, the person
holding the collateral could be required to report on
collections made through liquidation of the col
lateral and on its application to notes payable.

WILL you please tell me how the following
transaction is treated: Assume that a Profit
& Loss Statement is made, and that six
days’ salaries are accrued; an entry is made debiting
Salaries Account and crediting Accrued Salaries
Account. The balance of the Salaries Account is

then closed into the Profit & Loss Account by an
entry charging Profit & Loss Account and crediting
Salaries Account. Accrued Salaries Account ap
pears on the Balance Sheet as a liability. How is
the Accrued Salaries Account closed out when pay
day arrives?
Answer:

You can best determine the reasoning back of the
method of removing a credit in Accrued Salaries
account by using the rules of debiting and crediting.
For instance, your first entry is:
Dec. 31, 1922
SALARIES (Debit to record expense) $xxx
To ACCRUED SALARIES
(Credit to record liability in
curred) ........................................
For 6 days’ accrual.

$xxx

As you say, the Salaries Account is closed out at
the end of the period (1922) to Profit & Loss Ac
count and thence to Capital Account. This leaves
a credit balance (a liability) in Accrued Salaries
Account.
The entry for payment of pay-roll for the full
pay-roll period would be:
Jan. 2, 1923
SALARIES (Debit to record expense)
(the amount chargeable against 1923) $xxx
ACCRUED SALARIES (Debit to
record reduction of liability remain
ing on the books from the prior
period)................................................. xxx
To CASH (Credit for reduction of
asset)...........................................
$xxx
For payments of pay-roll.
This must be so, because if you were to charge
Salaries Account in 1923 for the full amount of the
pay-roll, you would work an overcharge of six days’
pay-roll to the current 1923 period, which had
already been charged to the prior period.
N connection with trust funds, when provision is
made for the income to goto one person and the
principal to go later to another person, how are
stock dividends treated? It seems to me that the
person who is to receive the income could claim the
stock dividends.

I

Answer:

If the stock dividends are declared out of profits,
they belong to the life tenant, under a decision in
the case of Lowry v. Farmers’ Loan and Trust
Company, 172 N. Y. 137 and also the case of
McLouth v. Hunt, 154 N. Y. 179; if they arise
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from the sale of corporate assets, the rule seems to
be that they will go to the remainder man. See
Matter of Curtis, 29 N. Y. State Rep. page 69.
There seems to be a rule also that the incorporate
intent may govern, as is indicated in the case of
Matter of Kernochan, 104 N. Y. 618.
N a list of securities I find an item entitled, “Cer
tificates of Beneficial Interest” of a par value of
$100, representing part ownership in an iron-ore
property. This appears to be the same as stock
ownership but why is the new designation used?

I

Answer:

The “certificate of beneficial interest” you speak
of is probably a certificate of ownership in a form of
business organization known as an express or com
mercial trust, which is an organization very similar
in character to a corporation, and which some states
permit to be organized. The affairs are run by a
board of directors and officers, but the property is
held by a board of trustees, who are the directors
and officers. They have no personal liability be
yond the value of the property entrusted to them
to carry on the business, they can not bind the
shareholders, and neither can the shareholders bind
the association or the directors or trustees.
ILL you kindly advise me on the following:
Our corporation earns a high percentage on
its capitalization. The earnings are due in
a large degree to good-will, which can be attributed
to an enviable reputation for honesty and square
dealing built up during a business life of ninetyseven years in the same location.
We are considering setting up a Good-will Ac
count. There is a possibility that an excess-profits
tax will be re-enacted in the future, or that new
taxes will be enacted involving computation of in
vested capital, and that if we set up a Good-will
Account now, the Treasury Department may allow
us to use such good-will in computation of invested
capital against such taxes.
Would you advise us to do this? What will be
the correct entries?

W

Answer:

Ordinarily, it is not considered good practice to
set up good-will unless consideration has been paid
for the good-will. However, should you desire to
do so, a charge should be made to Good-will Ac
count and a credit to some special surplus account
which would include in its name an indication that
it was not ordinary earned surplus, but was surplus
arising through the arbitrary setting up of good-will
valuation.
You appear to be under the impression that the
mere writing on to the books of good-will would
enable you to include the item as invested capital.
We call your attention to the fact that the term
“invested capital” has been specifically defined in
Section 326 of the Revenue Act of 1921, and an
arbitrary writing on to the books of good-will would
not be permissible under the statutory definition.
If the enactment of an excess-profits tax law in a
succeeding year were to follow the Revenue Act of
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1921, the bookkeeping entry that you propose would
be of little value to you. For your information we
quote below the section defining invested capital:
“Sec. 326 (a) That * * * * the term “invested
capital” for any year means (except as provided in
subdivisions (b) and (c) of this section):
“(1) Actual cash bona fide paid in for stock or
shares.
“ (2) Actual cash value of tangible property, other
than cash, bona fide paid in for stock or shares, at
the time of such payment, but in no case to exceed
the par value of the original stock or shares spe
cifically issued therefor, unless the actual cash value
of such tangible property at the time paid in is
shown to the satisfaction of the Commissioner to
have been clearly and substantially in excess of such
par value, in which case such excess shall be treated
as paid-in surplus.
*
*
*
*
“(3) Paid-in or earned surplus and undivided
profits; not including surplus and undivided profits
earned during the year.
“(4) Intangible property bona fide paid in for
stock or shares prior to March 3, 1917, in an
amount not exceeding (a) the actual cash value of
such property at the time paid in, (b) the par value
of the stock or shares issued therefor, or (c) in the
aggregate 25 per centum of the par value of the
total stock or shares of the corporation outstanding
on March 3, 1917, whichever is lowest.
“(5) Intangible property bona fide paid in for
stock or shares on or after March 3, 1917, in an
amount not exceeding: (a) the actual cash value of
such property at the time paid in; (b) the par value
of the stock or shares issued therefor; or (c) in the
aggregate 25 per centum of the par value of the total
stock or shares of the corporation outstanding at the
beginning of the taxable year, whichever is lowest:
“Provided, That in no case shall the total amount
included under paragraphs (4) and (5) exceed in the
aggregate 25 per centum of the par value of the
total stock or shares of the corporation outstanding
at the beginning of the taxable year; * * * .”
You will see from a careful reading of this section
that only cash and tangible property paid in for
stock or shares, paid-in or earned surplus and un
divided profits, and intangible property bona fide
paid in for stock or shares, may be included. In
tangible property arbitrarily written on to the books
may not be included.
We do not feel that we are in a position to advise
you on this matter, because we are not familiar
enough with all of your conditions. We note that
your organization is a corporation. It is possible
that by forming a new corporation you could
transfer your assets from the old corporation to the
new corporation, and by having the new corporation
issue stock of a par value in excess of the actual net
assets appearing on your books, set up good-will to
the extent of the excess. Such a procedure, how
ever, should be approached with caution, because
of its possible effect upon current taxes, and is a
matter which you should take up with your attor
neys and with your accountants.
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Some Lessons from the
Life of William O. Jones
Late Vice-president, National Park Bank
of New York

If things did not come Mr. Jones’s way,
he went after them. This is how he
secured his first job in New York, for
example. At that time, he was engaged
in the mortgage-loan business in Topeka,
Kansas. He decided that he wanted to
become a banker, and he wrote an appli
cation to William H. Porter, who was at
that time assistant cashier of the Chase
National Bank, of New York City. He
addressed the letter in his own hand
writing—he was an excellent penman—
and to make certain that it would reach
Mr. Porter, he wrote “Personal” on the
outside of the envelope. As a result,
Mr. Jones started his banking career
with the Chase National Bank at a salary
of fifty dollars a month. Mr. Jones
remained with the Chase National Bank
for ten years, and then went with the
National Park Bank as assistant cashier.
He was vice-president at the time of his
death.
There were no vocational fire-works in
Mr. Jones’s career, but rather strength
of character, clarity of vision, tenacity of
purpose, and the consistent cultivation
of those personal characteristics with
which he had been so generously en
dowed. How much of good example
there is for all of us in a career like his.

ILLIAM O. JONES worked his twenty-five dollars more. Not being
way through Oberlin College by possessed with means, he worked his way
taking care of furnaces, mowing through college by taking care of fur
lawns, and teaching school during summer
naces and teaching school during vaca
vacations. This man, who at his death tions. At one time, he and his room
a few months ago was vice-president of mate pooled their interests and bought a
the National Park Bank of New York lawn-mower which was used by both in
City, walked the railroad tracks one sum caring for the lawns of several pro
mer from Mount Vernon, Ohio, where he fessors.”
had been teaching, back to Oberlin, and,
Mr. Jones could always work hard and
being of a thrifty nature, avoided the could always save money, but he had two
payment of hotel bills by sleeping nights other outstanding characteristics which
in the corn-fields along the way.
contributed in great measure to his suc
Even in his early days, Mr. Jones cess in banking and finance. His per
showed a decided leaning toward matters sonality was exceptionally pleasing, and
financial. His boyhood days were spent he had a memory for names and faces
on his father’s farm in the northern part that was truly remarkable. It was said
of New York state. After finishing high of Mr. Jones that he rarely forgot the
school, he decided that he wanted a col name of any person he had met, even
lege education and set out with some though he did not see him again for
friends for Oberlin College, at Oberlin, months. Think of the business value of
Ohio. According to the Oberlin a memory like this. Some customer of
Alumni Magazine, “Upon reaching the National Park Bank from the Far
Oberlin, Mr. Jones deposited seventy- West would come in and Mr. Jones
five dollars in one of the local banks; four would greet him by name. No business
years later, upon graduating, he took is so large that it is not helped by per
SIDNEY BOBICK, who passed the
away this seventy-five dollars, and sonal touches of this sort.
July, 1922, final examinations at Pace
Institute, New York, announces the
opening of an office for the public prac
tice of Accountancy, at 799 Broadway,
New York City.

W

THOMAS DURANT, JR., Walsh Insti
tute of Accountancy, Detroit, conducting
Pace Standardized Courses, has accepted
a position as office manager with the
Detroit branch of Educational Films,
Inc.

JOSEPH HAAG, C.P.A., who was Com
missioner of Accounts in New York City
under Mayor McClellan, was recently
appointed assistant to Mayor John F.
Hylan. Mr. Haag is a member of the
New York State Society of Certified
Public Accountants.

New Binders for Pace Texts
New binders for the text lectures in Accounting and
Law may be purchased at the cashier’s office, 30 Church
Street, New York, on and after August 15th. The
binders have black, flexible covers, and may be used for
texts, quizzes, and solutions. Students will find them
a great convenience. The list price is $2.50.
Students of the Pace Courses in schools outside New
York City will be able to purchase these binders from
the business offices of their respective schools.

Pace & Pace
30 Church Street

New York

SAMUEL C. HYER, C.P.A., a graduate
of Pace Institute, New York, announces
that he has associated himself with the
firm of David Berdon & Company,
certified public accountants, New York
City.

SMART, GORE & COMPANY and
HYSLOP & McCALLUM announce the
amalgamation of their firms under the
name of Smart, Gore & Company, with
offices at 42 Broadway, New York City.
HERBERT M. JOHNSON, formerly a
practicing accountant in Chicago, was
recently appointed business manager of
the Chicago Civic Opera Company.
Some time ago, Mr. Johnson spent about
seven years with the Chicago Opera Com
pany as accountant. More recently he
has been engaged in the public practice
of Accountancy.
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Conference on Reciprocal Certificates
Representatives of New York, New Jersey, and Pennsylvania State Boards Meet
in New York City With Dr. Augustus S. Downing

R PRESENTATIVES of the state
E
boards of accountancy in New
York, New Jersey, and Pennsyl
vania met in New York City, on May 8,
1923, with a committee of the New York
State Society of Certified Public Ac
countants, and with Doctor Augustus S.
Downing, assistant commissioner and
director of professional education of the
University of the State of New York, to
discuss the possibility of using reciprocal
certificates or of providing for interstate
■endorsement of certificates.
The matter has been under discussion
by these three state boards for some
time. The results of this conference
should be of great value, particularly to
certified public accountants from Penn
sylvania and New Jersey who may be
engaged in business in New York City.
Other states may soon follow suit.
Doctor Downing has given out a memo
randum setting forth the conclusions
reached at the conference.
Memorandum as result of a conference
held at the City Club, 55 West 44th
Street, New York City, May 8, 1923.
Present: James F. Welch, C.P.A., repre
senting the State Board of C.P.A. Ex
aminers of the state of New Jersey;
Joseph M. Pugh, C.P.A., and Frank
Wilbur Main, C.P.A., representing the
State Board of C.P.A.Examiners of Penn-

sylvania; Charles S. McCulloh, C.P.A.,
representing the State Board of C.P.A.
Examiners of New York; Homer S. Pace,
C.P.A., representing Pace Institute; J. S.
M. Goodloe, C.P.A., representing the
New York Society of Certified Public
Accountants, and Augustus S. Downing,
representing the State Department of
Education of New York.
After full discussion the following con
clusions were reached:
1. That in order for a C.P.A. of any
other state to become licensed as a C.P.A.
in New York, it is not necessary that
there be a formal agreement of reciproc
ity between the state of New York and
any such other state as to the method of
procedure in such cases.
2. That any duly qualified and reputa
ble C.P.A. of any other state, who
received his certificate as the result of
having passed an examination conducted
by a legally constituted board of exam
iners of certified public accountants,
maintaining a standard for such exami
nation not lower than the New York
standard, may make application to the
Board of Regents for endorsement of his
C.P.A. certificate for recording as a
license to practice in the state of New
York; such application to be addressed
to the Board of Regents and forwarded
to the Secretary of the New York State
Board of C.P.A. Examiners; the applica

tion to be made upon a blank furnished
by the state, the same as though the
applicant were making application for
admission to the C.P.A. licensing exam
ination, and to be accompanied by a
recent certified photograph of the appli
cant, the statutory fee, letters testimonial
as to the character and experience of the
applicant, evidence of his good standing
in his state and local society, and approval
of the application by the State Board of
Examiners of the state in which the ap
plicant resides.
3. That C.P.A.’s of long standing and
of well-known probity, who may have
been certified prior to the enactment of
present requirements for certification of
C.P.A.’s, may make application for en
dorsement of their certificates even though
they may not have received such cer
tificates as the result of examination.
But no such application would be con
sidered if the applicant’s certificate had
been issued after provision had been
made for examination in the state in
which the applicant resides.
4. Only original certificates could be.
endorsed; that is, there could be no en
dorsement of an endorsement.
5. That endorsement could only be
had after the applicant had had at least
one year’s experience in practice in the
state in which he resides, after having
secured

Book Review
C RPORATION PROCEDURE,
O
Conyngton, Bennett, & Pinkerton,
published by the Ronald Press
Company, New York City.
The authors of “Corporation Pro
cedure” have prepared a reference work
adapted for the practical needs of all con
cerned in corporate affairs. The account
ant, the corporation officer, the banker,
the lawyer, the business executive—all
will find in this book of 1600 pages valu
able information on matters pertaining
to corporation organization, finance, and
accounting. Of especial value to the ac
countant are the discussions of non-par
value stock, of surplus and reserve ac
counts, of bonds and funds, and the
unusually complete presentation of
various forms. The book itself is a com
pendium of previous books by the same
authors, and is divided into four main
divisions—Corporate Law, Corporate Fi
nance, Corporate Accounting, and Cor
porate Forms.
WILLIAM FRIED, Pittsburgh School
of Accountancy, conducting Pace Stand
ardized Courses, recently became credit
manager of the Independent House Wir
ing Company, Pittsburgh, Pa.

To Evening-school Students
PACE INSTITUTE, NEW YORK
Evening-school students will be cordially welcomed
at the regular, weekly assembly of the Day-school
Division of the Institute, which is held on Monday of
each week, at 12:15 p.m.

At each assembly, a short address is given by some
practising accountant or business executive. The as
sembly is dismissed promptly at 12:45.

Pace & Pace

30 Church Street

New York City
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It is particularly significant that the
Steel Corporation gives its employees
every opportunity to develop themselves
within the corporation, and to prepare
for better positions. From this partial
HE United States Steel Corpora ployee-savings plans; and housing com list of the subjects given, it will be seen
tion has long been among the mittees to assist employees in securing that an employee of the Steel Corpora
leaders in safety and welfare work. good housing facilities, and in financing tion may develop along technical or
As mentioned in a recent bulletin of the
the purchase of homes. Visiting nurses managerial lines, depending upon his
Corporation, the Honorable Elbert H. employed by the corporation are at the ability and interest.
Gary, chairman of the Board of Directors service of employees and their families.
of the Steel Corporation, said at a meetThe educational work of the Steel W. F. MEYER, JR., Pittsburgh School
ting of the presidents of the subsidiary Corporation is of particular interest. To
of Accountancy, conducting Pace Stand
companies on January 21, 1919, “Above quote again from the bulletin, “The ardized Courses, has accepted a position
everything else, as we have been talking courses are designed to meet the require
with the C. V. Watkins & Company In
this morning, satisfy your men, if you ments of all grades of employees, and surance Agency, at Pittsburgh, Pa.
can, that your treatment is fair and rea cover a broad field of educational activity
sonable and generous. Make the Steel applicable to the steel industry, from the J. W. FINK, Pittsburgh School of Ac
Corporation a good place for them to teaching of elementary subjects in the countancy, conducting Pace Standard
work and live.”
education and Americanization of the ized Courses, recently became credit
Judge Gary’s ideas are reflected in the foreign-born worker to the more special manager for the Fairmont Creamery
activities of the Steel Corporation in its ized and highly technical branches re Company, Pittsburgh, Pa.
welfare work. The Bureau of Safety, quired in apprenticeship and vocational
Sanitation, and Welfare has charge of training. The instructors are men ac WILLIAM E. PALMER, JR., Pitts
welfare and allied activities. It super tively engaged in their respective lines in burgh School of Accountancy, conduct
vises such matters as employment, acci the mills or in the adjacent communities, ing Pace Standardized Courses, recently
dent prevention, and medical examina and are chosen for their scholarship or accepted a position as chief accountant
tions. Other activities of the Bureau their broad practical experience in the for the Schenley Hotel, Pittsburgh, Pa.
include the establishment of emergency subjects which they teach.” Among the Mr. Palmer was formerly on the profes
and base hospitals at the various plants subjects offered in the educational sional staff of Scott, Boschert & Com
of the subsidiary companies; the estab courses of the Steel Corporation are: pany, certified public accountants, Pitts
lishment of restaurants in the company Elementary and Advanced English, burgh, Pa.
plants, where employees may obtain Civics, Physics, Chemistry, Metallurgy,
wholesome and attractive meals at Open-hearth Practice, Rolling-mill Prac J. M. BARBOUR, Pittsburgh School of
moderate cost; the establishment of club tice, Mechanical Drawing, Heat Treat Accountancy, who was formerly with the
houses for the use of employees, their ment of Steel, Wire Drawing Processes Carnegie Steel Company, recently ac
families, and friends; and the develop and Equipment, Modem Industry and cepted a position as purchasing agent for
ment of such interests as athletics, Business, Management, Elementary and the Gem Manufacturing Company,
Pittsburgh, Pa.
gardening, social organizations, and em Advanced Mathematics.

Welfare Activities of the
Steel Corporation

T

Day-school Division
Pace Institute, New York
The Fall Term will begin on

Wednesday, September 12, 1923, at 9:15 a.m.
Each Semester in the Day-school Division is twelve weeks in length. In
addition to their study of Accountancy and Business Administration, students
take supplementary field-trips to offices and factories of largest business organ
izations in the metropolitan district. They combine study with observation of
practical business operations.
High-school and college graduates who desire to make intensive preparation for
Accountancy and Business find the Day-school program of Pace Institute ideally
suited to their needs.
For Day-school Bulletin and informative booklets, address the Registrar.

Pace Institute
30 Church Street

New York City

